This paper applies performance evaluation of ceramic industry of Bangladesh and to test its financial soundness. The main aim is achieved through ratio analysis of four selected ceramic (Fu Wang, Monno, Shinepukur and Standard) companies in Bangladesh. Measurement of financial performance by ratio analysis helps identify organizational strengths and weaknesses by detecting financial anomalies and focusing attention on issues of organizational importance. The financial performance of this industry is measured in terms of profitability, solvency, efficiency and liquidity analysis and to test the financial soundness, Multivariate Discriminate Analysis (MDA) is used, which was developed by Prof. Altman. The study covers four public sector ceramic companies listed on Dhaka Stock Exchange. The study has been undertaken for the period of five years from 2006-7 to 2010-2011 and the necessary data has been obtained from the audited annual report of the selected companies. The liquidity position was very weak in all the cases of the selected companies and thereby reflecting the difficulties in paying short-term obligation on due date. Financial stability of the selected companies has shown an upward trend. This study will help investors to identify the nature of financial performance of the ceramic industry of Bangladesh and will also help to take investment decision.
INTRODUCTION
ERAMIC industry of Bangladesh is a booming sector and the growth potential of both domestic and foreign market indicates it may become one of the big foreign currency earners for the country. Now it's time to measure and analyze the performance of this industry. But such kind analysis has not been done on this ceramic sector before. So, in this gap of analysis we have tried to evaluate and interpret the performance of the selected four ceramic companies for the period of 2006-7 to 2010-2011. Performance evaluation of a company is usually related to how well a company can use it assets, share holder equity and liability, revenue and expenses. Financial ratio analysis is one of the best tools of performance evaluation of any company. In order to determine the financial position of the ceramic company's and to make a judgment of how well the ceramic company's efficiency, its operation and management and how well the company has been able to utilize its assets and earn profit. We used ratio analysis for easily measurement of liquidity position, asset management condition, profitability and market value and debt coverage situation of the ceramic company's for performance evaluation. It analysis the company use of its assets and control of its expenses. It determines the greater the coverage of liquid assets to short-term liabilities and it also compute ability to pay ceramic companys short-term and tong-term payments obligation from the cash generate. It determines of share market condition of ceramic companys. It also used to analysis the ceramic company's past financial performance and to establish the future trend of financial position. Moreover, Multivariate Discriminate Analysis (MDA) is used which is developed by Prof. Altman to examine the financial distress of a company. Financial distress is a condition when a company cannot meet, or has difficulty to pay off, its financial obligation to its creditors. The chance of financial distress increases when a firm has high fixed costs, liquid assets, or revenues that are sensitive to economic downturns. Sometimes financial distress can lead to bankruptcy. Finally, to measure and evaluate the overall financial performance and financial soundness of the selected four companies (Fu Wang, Monno, Shinepukur and Standard) some statistical tools like mean, standard deviation and co-efficient of variance are also used.
OBJECTIVE OF THE STUDY
The study is designed to achieve the following objectives:
i.
To assess the financial performance of the selected ceramic companies ii.
To assess the probability of bankruptcy of the selected ceramic companies iii.
To compare individual performance with the industry performance ramic companies in Dhaka Stock Exchange. We used the model to analysis the financial performance and financial soundness of the selected ceramic companies. First step of the model we did a selection of financial report. The annual financial reports present the financial data of a company's position, operating performance and fund flow for an accounting period. The study covers a five year period from 2006-07 to 2010-11. In the second step of model data has been collected from the identified balance sheet, income statement, cash flow statement and statement of shareholders equity. 
LITERATURE REVIEW
Financial analysis is the process of identifying the financial strength and weaknesses of the firm by properly establishing relationship between the items of the balance sheet and the profit and loss account (Pandey, 1979 
FINANCIAL RATIOS: THEORETICAL DISCUSSION
Financial analysis offers a system of appraisal and evaluation of a firm's performance and operations; it is the analysis of the financial statement of an enterprise. The analysis of financial statement can be best done by various yardsticks of which, the important is known as ratio or percentage analysis. Ratio is a numerical or an arithmetical relation between two figures. It is expressed when one figure is divided by another. Accounting ratios show inter-relationship which exist among various accounting data. Accounting ratio can be expressed in various ways such as, a pure ratio, a rate or a percentage. Ratio analysis is certainly a very admirable device because it is simple and it has a predictive value. Managements and other users thus, rely substantially on the financial ratios based on accounting data for making assessments and predictions of past performance, present position and probable future potentials. One important way for diagnosing the financial health is to measure the profitability, liquidity, activity and solvency and the level of the bankruptcy of enterprise.
Profitability Ratios
Profitability ratios measure a company's ability to generate earnings relative to sales, assets and equity. These ratios assess the ability of a company to generate earnings, profits and cash flows relative to relative to some metric, often the amount of money invested. They highlight how effectively the profitability of a company is being managed. Different profitability ratios provide different useful insights into the financial health and performance of a company. For example, gross profit and net profit ratios tell how well the company is managing its expenses. Return on capital employed (ROCE) tells how well the company is using capital employed to generate returns. Return on investment tells whether the company is generating enough profits for its shareholders.
Solvency (Debt) Ratios
Financial leverage ratios (debt ratios) indicate the ability of a company to repay principal amount of its debts, pay interest on its borrowings, and to meet its other financial obligations. They also give insights into the mix of equity and debt a company is using. They give indications about the financial health of a company. Companies need to carefully manage their financial leverage ratios to keep their financial risk at acceptable level. Careful management of financial leverage ratios is also important when seeking loans from banks and financial institutions. Favourable ratios can help the company to negotiate a favourable interest rate. The long-term solvency of a company can be measured by the use of solvency ratios named debt to total assets, the times interest earned and fixed charge coverage ratio.
Activity Ratios
Asset management (Activity) ratios compare the assets of a company to its sales revenue. Analysis of asset management ratios tells how efficiently and effectively a company is using its assets in the generation of revenues. They indicate the ability of a company to translate its assets into the sales. Asset management ratios are computed for different assets. Common examples of asset turnover ratios include fixed asset turnover, inventory turnover, accounts payable turnover ratio, accounts receivable turnover ratio, and cash conversion cycle. The higher the asset turnover ratios, the more sales the company is generating from its assets. Low asset turnover ratios mean that the company is not managing its assets wisely. They may also indicate that the assets are obsolete. Companies with low asset turnover ratios are likely to be operating below their full capacity.
Liquidity Ratios
Liquidity ratios are the ratios that measure the ability of a company to meet its short term debt obligations. Liquidity is a pre-requisite for the very survival of an enterprise. They show the number of times the short term debt obligations are covered by the cash and liquid assets. If the value is greater than 1, it means the short term obligations are fully covered. Generally, the higher the liquidity ratios are, the higher the margin of safety that the company posses to meet its current liabilities. Most common examples of liquidity ratios include current ratio, acid test ratio (also known as quick ratio), cash ratio, cash flow from operation ratio and working capital ratio.
ANALYSIS AND FINDINGS

Profitability Ratios
Profitability ratios measure a company's ability to generate earnings relative to sales, assets and equity. These ratios assess the ability of a company to generate earnings, profits and cash flows relative to relative to some metric, often the amount of money invested. They highlight how effectively the profitability of a company is being managed. The gross profit margin, operating profit margin, net profit margin, return on assets (ROA) and return on equity (ROE) ratios are calculated to measure the profitability of an enterprise. The table (1, 2, 3, 4 and 5) depict various financial ratios covering profitability of the selected ceramics for the periods of 2006-7 to 2010-11.
Gross Profit Margin
Gross profit margin (gross margin) is the ratio of gross profit (gross sales less cost of sales) to sales revenue. It is the percentage by which gross profits exceed production costs. Gross margins reveal how much a company earns taking into consideration the costs that it incurs for producing its products or services. Gross margin measures a company's manufacturing and distribution efficiency during the production process. Some author considers that a profit margin ratio ranging from 20% to 30% has been considered as the standard norm for any industrial enterprise. The table -01 shows the gross profit margin of the selected ceramic companies. The industry average is 23.8%, which is within the standard norm. The average gross profit margin range from 33.4% in Shinepukur to 16.8% in Standard. In view of standard, the gross profit margin of Shinepukur (33.4%) and Fu Wang (24.4%) was within the standard norm and shows an increasing trend. The average gross profit margin of Monno (20.5%) and Standard (16.8%) are below the industry average and also the standard norm, but they also shown an increasing trend. The above calculation indicates that the selected ceramic companies, like Fu Wang and Shinepukur seems to be in advantage position among two other, because they are earning highest return on sale after covering the sales related cost. The co-efficient of variation of gross profit ratios of the samples reveals that the variation of gross profit over the year is negligible except Fu Wang and Standard.
Operating Profit Margin
This ratio is widely used to evaluate an entity's operating performance. It indicates how much profit an entity makes after paying for variable costs of production such as wages, raw materials, etc. (but before interest and tax). An increasing operating profit margin indicates the company is becoming more efficient, while a decreasing ratio could signal looming financial troubles. Though, in some instances, a low return on sales can be offset by increased sales. It is also known as "return on sale (ROS)" or "operating margin". The table-02 shows the average operating profit ratio of the sample four ceramic companies ranges from highest 27.8% in Shinepukur to lowest 0.50% in Standard. The industry average operating profit margin is 11.3% and Fu Wang (4.1%) and Standard (0.50%) are below the industry average, but after facing negative return on two consecutive two year (2007-08 & 2008-09) their performance is showing an increasing trend in next years. The average operating profit margin of Shinepukur (27.8%) is continuing over the study years. As to variation of operating profit over the years, it is revealed by the coefficient of variance that the variation ranges from 3.97% in Shinepukur to 976.11 % in Standard. The negligible variation of 3.97% in Shinepukur and 7.43% in Monno indicates desirable stability position.
Net Profit Margin
Net profit margin is displayed as a percentage. It shows the amount of each sales dollar left over after all expenses have been paid. Net profit margin is a key ratio of profitability. It is very useful when comparing companies in similar industries. A higher net profit margin means that a company is more efficient at converting sales into actual profit. It also indicates management efficiency in manufacturing, administrating and selling of the products. The table-03 shows that the net profit ratios range from highest 11% in Shinepukur to lowest 0.2% (negative) in Standard. Shinepukur earned the highest average net profit margin (11%) and the industry average is 4.1%. the average net profit margin of Fu Wang (4.8%) and Shinepukur (11%) are above the industry average but their performance shows that a decreasing trend. The average net profit margin of Monno (0.9%) is very below the industry average. The co-efficient of variation of net profit ratios of the samples reveals that the variation of gross profit over the year is significant except Shinepukur which speaks about the stability of net income of this company.
Return On Assets (ROA)
Return on assets (ROA) is a financial ratio that shows the percentage of profit that a company earns in relation to its overall resources (total assets). Return on assets is a key profitability ratio which measures the amount of profit made by a company per dollar of its assets. ROA gives an idea as to how efficiently management use company assets to generate profit, but is usually of less interest to shareholders than some other financial ratios such as ROE. The table-04 shows that the average returns on total assets range from highest 3.90% in Shinepukur to lowest 0.3% in Standard. It is seen from the table that the average return on total assets is 1.70% which is very low of standard norm (10%-12%) and this cannot be considered as satisfactory and acceptable. Though the above calculation shows that the Fu Wang and Monno have an increasing trend in their performance but rest of two Shinpukhur and Standard performance is decreasing. So, on a nutshell it can be concluded that the selected companies are not utilizing their assets properly. The coefficient of variation of return of assets of the samples reveals that the variation of ROA over the year is significant except Shinepukur which speaks about the stability of return on assets of this company.
Return On Equity (ROE)
Return on equity (ROE) is the amount of net income returned as a percentage of shareholders equity. It reveals how much profit a company earned in comparison to the total amount of shareholder equity found on the balance sheet. It is often said to be the ultimate ratio or the 'mother of all ratios' that can be obtained from a company's financial statement. It measures how profitable a company is for the owner of the investment, and how profitably a company employs its equity. The The lower ratios conclude that management should be more efficient in using the long term fund of owners and creditors.
Solvency Ratios
Debt-to-Total Assets and Times Interest Earned ratios are commonly calculated to measure the company's solvency. The table (6 and 7) depict the above mentioned two ratios of selected ceramic companies for the period under study.
Debt to Total Assets Ratio
Debt to Total Asset Ratio is the ratio that represents the financial position of the company and the company's ability to meet all its financial requirements. It shows the percentage of a company's assets that are financed with loans and other financial obligations that last over a year. As this ratio is calculated yearly, decrease in the ratio would denote that the company is faring well, and is fewer dependants on debts for their business needs. The higher the level of long term debt, the more important it is for a company to have positive revenue and steady cash flow. The 
Times Interest Earned Ratio
This ratio also called Interest Coverage Ratio (ICR). It measures a company's ability to meet its interest payments. Basically it measures the number of times a company could make the interest payments on its debt with its EBIT. It determines how easily a company can pay interest expenses on outstanding debt. Times Interest Earned Ratio is also known as interest coverage ratio, debt service ratio or debt service coverage ratio. 
Activity Ratios
Activity ratios show the intensity with which the firm uses its assets in generation sales. The ratios indicate whether the firm's investments in current and long-term assets are too small or too large. The objective is to have enough assets but not too many. The table (8 -12) depict various activity ratios of the selected ceramics for the period under study (2006-7; 2010-11).
Inventory Turnover Ratio
Inventory turnover is a measure of the number of times inventory is sold or used in a given time period such as one year. It is a good indicator of inventory quality (whether the inventory is obsolete or not), efficient buying practices, and inventory management. This ratio is important because gross profit is earned each time inventory is turned over. Also called stock turnover. Table -08 shows that the industry average inventory turnover is 1.60 times. The average it is seen from the table that the average inventory turnover ratio range from 1.31 times in Shinepukur to 1.87 times in Monno. There is no general norm for the inventory turnover ratio; it should be compared against industry averages. The average inventory turnover ratio of Monno (1.87) and Standard (1.66) are above the industry average. The average inventory ratio of Fu Wang (1.55) and Shinepukur is (1.31) is below industry average. The calculated ratios indicate that the sales management of the selected ceramics can be said to be efficient to sell its product. As to variation of inventory turnover over the years, it is revealed by the coefficient of variance that the coefficient of variance is satisfactory stable.
Receivable Turnover Ratio
The receivable turnover ratio (debtors turnover ratio, accounts receivable turnover ratio) indicates the velocity of a company's debt collection, the number of times average receivables are turned over during a year. This ratio determines how quickly a company collects outstanding cash balances from its customers during an accounting period. Table -09 shows that the industry average receivable turnover is 9 times (Standard's mean was not included). The average it is seen from the table that the average receivable turnover ratio range from 4.57 times in Shinepukur to 11.44 times in Fu Wang. There is no general norm for the inventory turnover ratio; it should be compared against industry averages. The average receivable turnover ratio of Monno (10.98 times) and Fu Wang (11.44 times) are above the industry average. The average ratio of Shinepukur is (4.57 times) is below industry average. The average of Standard is 187 times which is very good turnover, but this was happened due to they don't sale on credit in the years of 2007 to 2010. The calculated ratios indicate that the credit sales management of the selected ceramics can be said to be very much efficient to sell its product. As to variation of receivable turnover over the years, it is revealed by the coefficient of variance that the coefficient of variance is satisfactory stable except Standard.
Accounts Payable Turnover Ratio
Accounts payable turnover ratio is an accounting liquidity metric that evaluates how fast a company pays off its creditors (suppliers). The ratio shows how many times in a given period (typically 1 year) a company pays its average accounts payable. Accounts payables turnover trends can help a company assess its cash situation. Just as accounts receivable ratios can be used to judge a company's incoming cash situation, this figure can demonstrate how a business handles its outgoing payments. The co-efficient of variation of accounts payable turnover of the samples reveals that the variation over the year is insignificant which speaks about the stable of cash flow to meet the short term liabilities.
Fixed Assets Turnover Ratio
Fixed asset turnover ratio compares the sales revenue of a company to its fixed assets. This ratio tells us how effectively and efficiently a company is using its fixed assets to generate revenues. There is no standard guideline about the best level of asset turnover ratio. Therefore, it is important to compare the asset turnover ratio over the years for the same company. An increasing trend in fixed assets turnover ratio is desirable because it means that the company has less money tied up in fixed assets for each unit of sales. A declining trend in fixed asset turnover may mean that the company is over investing in the property, plant and equipment. Some authors consider that an ideal fixed assets turnover ratio for an enterprise like ceramic should be 3 times of the fixed assets. 
Total Assets Turnover Ratio
It measures the extent of sales generated by utilizing the total assets. Standard total assets turnover is 2 time (200%). Table -12 reveals that the industry average total assets turnover ratio is 0.54 times which is below the standard norm. The average total assets turnover ratio ranges from 0.36 times in Shinepukur to 0.87 times in Monno. Average ratio of Shinepukur (0.36) and Fu Wang (0.44) are below industry average and the average of Monno (0.87 times) and Standard (0.67 times) are above the industry average but all the company's average is below the standard norm. Such a low level of total assets turnover ratio of all the companies indicates that the selected ceramic companies generate lower taka of sales per take of tangible assets, this is the indication of poor management of total assets. From the co-efficient of variation it is seen that the variation over time is stable.
Liquidity Ratios
The current ratio, quick ration, cash ratio and cash flow from operation ratio are used to assess liquidity position of an enterprise. The table (13, 14, 15 and 16) depict various financial ratios covering liquidity of the selected ceramics for the periods of 2006-7 to 2010-11.
Current Ratio
The current ratio indicates a company's ability to meet short-term debt obligations. The current ratio measures whether or not a firm has enough resources to pay its debts over the next 12 months. If the current ratio is too low, the firm may have difficulty in meeting short run commitment as they measure. Is the ratio is too high the firm may have an excessive investment in current assets or to be under utilizing short term credit. Some authors indicate consider 2:1 as standard norm for current ratio. Table -13 shows that the industry average is 0.99:1 which indicates that the industry is not able to meet its current obligation from its current assets. The average current ratio range from 0.92:1 in Standard to 1.12:1 in Fu Wang. The average current ratio of Standard (0.92:1) and Monno (0.94:1) are below the industry average as well as below the standard norm. The average current ratio of Shinepukur (0.99:1) is at industry average. The average current ratio of Fu Wang (1.12:1) is above industry average but below standard norm. It is seen from the table that all these ratios are far from standard norm. Therefore it can be said that the liquidity in terms on current ratio had been quite inadequate in all the years under study for all the ceramics. The downward trend in current ratio of Shinepukur and Standard indicates the inefficient liquidity management, the financial position is very unsatisfactory and the company's short-term solvency in threatened. From the coefficient of variation it is clear that the variation of current ratio over time is negligible.
Quick Ratio
The quick ratio is a measure of a company's ability to meet its short-term obligations using its most liquid assets (near cash or quick assets). Quick assets include those current assets that presumably can be quickly converted to cash at close to their book values. Table - It indicates that all ceramics are financially weak and have no ability to pay its most immediate liabilities. It also observed that this position is increasing for most of them and it is the good signal for the companies. In the context of variation of this ratio over the years, it is found that the variation is almost stable, except Fu Wang. In the context of variation of this ratio over years, it is found that the variation is almost stable.
Cash Ratio
Cash ratio is the ratio of a company's cash and cash equivalent assets to its total liabilities. Cash ratio is a refinement of quick ratio and indicates the extent to which readily available funds can pay off current liabilities. Cash ratio is the most stringent and conservative of the three liquidity ratios (current, quick and cash ratio). It only looks at the company's most liquid short-term assets -cash and cash equivalents -which can be most easily used to pay off current obligations. Table - table, we can reveal that, by considering only the actual cash and securities easily convertible to cash, Fu Wang is maintaining good position compare to other companies. It indicates that all ceramics except Fu Wang are financially weak and have no ability to pay its most immediate liabilities. From the coefficient of variation it is clear that the variation of cash ratio over time is very insignificant for Monno and Shinepukur and significant for Fu Wang. From the co-efficient of variation it is seen that the variation of cash ratio is insignificant.
Cash Flow from Operation Ratio
The cash flow from operations ratio measures liquidity by comparing actual cash flows, instead of current and potential cash resources with current liabilities. This ratio avoids the issues of actual convertibility to cash, turnover, and the need for minimum levels of working capital (cash) to maintain operations. 
TESTING THE FINANCIAL SOUNDNESS OF SELECTED CERAMICS COMPANIES
After examining profitability, liquidity, activity and solvency of selected ceramics companies, now it is necessary to examine the overall financial soundness of these companies during the study period. In this context Multivariate Discriminate Analysis (MDA) model as developed by Prof. Altman may be considered worth while. This is one of the most commonly used statistical ratio models for predicting business collapse. This model has proven to be a reliable tool for bankruptcy forecasting in a wide variety of contexts and markets. The said model can give some rough idea about the financial soundness of an enterprise. The Z-Score bankruptcy predictor combines five common business ratios, using a weighting system calculated by Altman to determine the likelihood of a company going bankruptcy. The given formula applicable for publicly traded manufacturing firm. Z-score = Probabilities of bankruptcy within the above ranges are 95% for one year and 70% within two years. A high score is desirable. In order to test the overall financial soundness of the selected ceramics, it needs to calculate the ratio of working capital to total assets, retained earnings to total assets, earnings before interest and taxes to total assets, equity to book value of total debt and sales to total assets. The table -17, 18, 19, 20 & 21 depicts the year wise as well as average position of the ratios of working capital to total assets, retained earnings to total assets, earnings before interest and taxes to total assets, equity to book value of total debt and sales to total assets. It is seen from the Comparing with Prof. Altman's conclusion that firms with Z score 3.0 or above were solvent while those below Z score of 1.8 were bankrupt. So it can be concluded that the overall financial soundness of the selected ceramic industry during the study period had been in the gray zone and
CONCLUSIONS
In the preceding analysis, it has been observed that the financial position and operational performance of the selected ceramic companies in terms of profitability and efficiency is good and shown an increasing trend. Due to inefficiency in liquidity management and not to utilize the debt financing as suggested, the industry shown very low performance. By calculating the Z score it is seen that the overall financial health of the selected companies was at the medium level of bankruptcy. 
PROFITABILITY RATIOS
Z -TEST RATIOS:
